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Interlaken Board of Education
100 Grassmere Avenue
Interlaken, N.J . 07712

November 30, 2012

The Honorable President and Members

of the Board of Education of the Borough of Interlaken
100 Grassmere Avenue

Interlaken, N.J. 07712

Dear Board Members:

The comprehensive annual financial report of the Interlaken School District (District) for the fiscal year ended June
30, 2012 is hereby submitted. Responsibility for both the accuracy of the data and completeness and fairness of the
presentation, including all disclosures, rests with the management of the Interlaken Board of Education (Board). To
the best of our knowledge and belief, the data presented in this report is accurate in all material respects and is reported
in a manner designed to present fairly the financial position and results of operations of the various funds and account
groups of the District. All disclosures necessary to enable the reader to gain an understanding of the District’s financial
activities have been included.

The comprehensive annual financial report is presented in four sections: introductory, financial, statistical and federal
and state financial assistance. The introductory section includes this transmittal letter, the District’s organizational
chart and a list of principal officials. The financial section includes the general purpose financial statements and
schedules, as well as the auditor’s report thereon. The statistical section includes selected financial and demographic
information, generally presented on a multi-year basis. The District is not required to undergo an annual single audit
in conformity with the provisions of the Single Audit Act of 1984 and the U.S. Office of Management and Budget
Circular A-133, “Audits of States and Local Governments and Non-Profit Organizations™, and the New Jersey OMB’s
Circular 04-04,“Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid Payments.”

Information related to this audit, including the auditor’s report on the internal control structure and compliance with
applicable laws and regulations and findings and recommendations are included in the federal and state assistance
section of this report.

1. REPORTING ENTITY AND ITS SERVICES:

Interlaken School District is an independent reporting entity within the criteria adopted by the GASB as established
by NCGA Statement No. 3. All funds and account groups of the District are included in this report. The Interlaken
Board of Education, a non-operating district, constitutes the District’s reporting entity.

The District offers a full range of educational services appropriate to grade levels K through 12 through its sending-
receiving relationships with the Asbury Park, West Long Branch and Shore Regional Boards of Education. Classes
offered are regular, vocational, and special education for disabled youngsters. Vocational students are sent to the
Monmouth County Vocational School District. Academically or gifted students are enrolled at Monmouth County
Vocational School’s technical or specialized vocational high schools or are accepted into Red Bank Regional High
School’s specialized performing arts or financial programs. Asbury Park Board of Education’s Child Study Team
evaluates the students considered in need of special educational services. Handicapped students whose Individualized
Educational Plans (IEPs) indicate the need for unique placements are sent to the most appropriate public or private
schools where their needs can be met. The District completed the 2011-2012 school year with an enrollment of 8
special education students, 2 in private special education placements, 1 in Red Bank Regional High School, 2 in West
Long Branch School and 3 in Asbury Park Preschool, no home instruction students, 2 Shore Regional High School
students, 15 West Long Branch students, 3 vocational school students and 6 Red Bank Regional High School students.
The latter two groups were accepted into specialized programs through competitive testing or performances and
participation is consistent with code.
|



Interlaken Board of Education
June 30, 2012, Audit

2. ECONOMIC CONDITIONS AND OUTLOOK:

Five blocks wide and seven blocks long, Interlaken was founded in 1895 as a haven for artists, and is the only
exclusively residential community in New Jersey, with no schools, churches or businesses. Its April 2002 census
population was determined to be 900 residents. The area is virtually fully developed. Residences continue to come
on the real estate market and are quickly sold, frequently to families with young children who are attracted to the
Borough’s charm despite its lack of a Borough public school. Interlaken’s well-maintained homes on tree-lined streets
and proximity to metropolitan areas as well as excellent recreational opportunities and low taxes make it a very
desirable residential community.

3. MAJOR INITIATIVES:

As a non-operating sending district to the Asbury Park School District, the Interlaken Board of Education is concerned
about its students and has engaged a lawyer to assist it in developing additional send-receive relationships with the
West Long Branch and Shore Regional School Districts that are consistent with law and provide appropriate services
to district students while being mindful of taxpayer concerns. The Board approved entering into a joint venture with
Red Bank Regional Board of Education and MOESC, enabling the district to offer subscription busing to students who
would not otherwise receive transportation services to schools beyond the courtesy transportation distance.

4. INTERNAL ACCOUNTING CONTROLS:

Management of the District is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the District are protected from loss, theft or misuse, and to ensure that adequate accounting
data are compiled to allow for the preparation of financial statements in conformity with generally accepted accounting
principles (GAAP). The internal control structure is designed to provide reasonable, but not absolute, assurance that
these objectives are met. The concept of reasonable assurance recognizes that: (1) the cost of control should notexceed
the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and judgments by
management.

As a recipient of federal and state financial assistance, the District is also responsible for ensuring that an adequate
internal control structure is in place to ensure compliance with applicable laws and regulations related to those
programs. This internal control structure is also subject to periodic evaluation by the District management.

As part of the District’s audit described earlier, tests are made to determine the adequacy of the internal control
structure, including that portion related to federal and state financial assistance programs, as well to determine that the

District has complied with applicable laws and regulations.

5. BUDGETARY CONTROLS:

In addition to internal accounting controls, the District maintains budgetary controls. The objective of these budgetary
controls is to ensure compliance with legal provisions embodied in the annual appropriated budget approved by the
voters of the municipality. Annual appropriated budgets are adopted for the general fund and the special revenue fund,
the latter as necessary. The district does not have any debt service fund. The final budget amount as amended for the
fiscal year is reflected in the financial section.

As encumbrance accounting system is used to record outstanding purchase commitments on a line item basis. Open
encumbrances at year-end are either canceled or are included as re-appropriations of fund balance in the subsequent
year. Those amounts to be re-appropriated are reported as reservations of fund balance at June 30, 2012,



Interlaken Board of Education
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6. ACCOUNTING SYSTEM AND REPORTS:

The District’s accounting records reflect generally accepted accounting principles as promulgated by the Governmental
Accounting Standards Board (GASB). The accounting system of the District is organized on the basis of funds and
account groups. These funds and account groups are explained in “Notes to the Financial Statements”, Note 1.

7. DEBT ADMINISTRATION:
The District has no outstanding debt.

8. CASH MANAGEMENT:

The investment policy of the District is guided in large part by state statute as detailed in “Notes to the Financial
Statements”, Note 2. The District has adopted a cash management plan which requires it to deposit public funds in
public depositories protected from loss under the provisions of the Governmental Unit Deposit Protection Act
(“GUDPA”). GUDPA was enacted in 1970 to protect Governmental Units from a loss of funds on deposit with a failed
banking institutions in New Jersey. The law requires governmental units to deposit public funds only in public
depositories located in New Jersey where the funds are secured in accordance with the Act.

9. RISK MANAGEMENT:

The Board carries various forms of insurance, including but not limited to general liability, comprehensive/collision,
hazard and theft insurance on property and contents, and fidelity bonds. The Board worked with its insurance broker,
New Jersey School Boards Association Insurance Group, to review insurance requirements in order to secure the most
appropriate coverage at the least possible cost.

10. OTHER INFORMATION:

Independent Audit - State statues require an annual audit by independent certified public accountants or registered
municipal accountants. The accounting firm of Alvino & Shechter L.L.C., CPA’s was selected by the Board to provide
this service. The auditor’s report on the general purpose financial statements and combined and individual fund
statements and schedules is included in the financial section of this report. The auditor’s reports specifically related
to the federal and state financial assistance are included in the federal and state assistance section of this report.

11. ACKNOWLEDGMENTS:

We would like to express our appreciation to the members of the Interlaken Board of Education for their continued
interest in providing fiscal accountability to the taxpayers and citizens of the Borough of Interlaken, thereby
contributing their full support to the development and maintenance of the District’s financial operation.

Respectfully submitted,

/J(w__, (D). &;"%L

Dennis W. Kotch, CPA
Business Administrator/ Board Secretary
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ALVINO & SHECHTER, L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS
110 Fortunato Place
Neptune, New Jersey 07753-3767

VINCENT J. ALVINO, CPA, PSA Phone: (732) 922-4222
ALLEN B. SHECHTER, CPA, RMA, PSA Fax: (732) 922-4533
Member

American Institute of Certified Public Accountants
New Jersey Society of Certified Public Accountants
PCPS of the AICPA Division of CPA Firms

INDEPENDENT AUDITOR'S REPORT

Honorable President and

Members of the Board of Education
Interlaken School District

County of Monmouth, New Jersey

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund and the aggregate remaining fund information of the Board of Education of the Interlaken School
District in the County of Monmouth, State of New Jersey (the “District”), as of and for the year ended June 30,2012,
which collectively comprise the District’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the District’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America; and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States; and audit requirements as prescribed by the Office of School Finance, Department of
Education, State of New Jersey. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the governmental activities, business-type activities, and each major fund, of the District, as of June 30, 2012, and
the respective changes in the financial position and cash flows, where applicable, for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated November 29, 2012 on our
consideration of the District’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grants agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.

The Management Discussion and Analysis and Budgetary Comparison Information on pages 9 through 14 and 31
through 33 are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquires of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion on it.



Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
the District’s basic financial statements. The accompanying introductory section, and other supplementary information
such as the combining and individual fund financial statements and statistical tables are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The combining and individual fund
financial statements have been subjected to the auditing procedures applied in the audit of the basic financial
statements, and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements
taken as a whole. The introductory section and statistical tables have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.

The accompanying schedules of expenditures of federal awards and state financial assistance are presented for purposes
of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations; and New Jersey OMB’s Circular 04-04, Single Audit Policy for
Recipients of Federal Grants, State Grants and State Aid respectively, and are nota required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken
as a whole.

Licensed Public School Accountant
No. 2183
ALVINO & SHECHTER, L.L.C.

November 29, 2012
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INTERLAKEN BOARD OF EDUCATION
INTERLAKEN, NEW JERSEY

MONMOUTH COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012
(Unaudited)

Introduction

Interlaken School District is an independent reporting entity within the criteria adopted by the GASB as established
by NCGA Statement No. 3. All funds and account groups of the District are included in this report. The Interlaken
Board of Education, a non-operating district, constitutes the District’s reporting entity.

New Jersey has over 600 school districts, 23 of which are termed “non-operating” due to their lack of school facilities.
In all other aspects, these districts function similar to operating districts. They have boards of education, hold public
board meetings, develop and approve board policies, approve educational programs for students sent to other districts,
provide transportation for regularand special education students, etc. from a business office perspective, non-operating
districts are similar to operating districts inasmuch as they prepare budgets for public vote, issue purchase orders for
goods and services, enter into contracts and pay bills. Standard state reports are submitted such as the Application for
State School Aid dealing with student population statistics, the District Report of Transported Students assembling
statistics on student transportation, reports on Debt Service requirements, and others.

While a non-operating district, the Interlaken Board of Education offers a full range of educational services appropriate
to grade level K through 12 through its sending-receiving relationships with the Asbury Park, West Long Branch and
Shore Regional Boards of Education. Classes offered are regular and vocational, and special education for disabled
youngsters. Academically or artistically gifted students are eligible to compete for positions in Monmouth County
Vocational School’s technical or specialized high schools and can be evaluated for inclusion in competitive performing
arts and finance programs at Red Bank Regional High School if they are not available in the Asbury Park School
District. Asbury Park Board of Education’s Child Study Team evaluates the students considered in need of special
educational services and enrolled through their district. Students with disabilities whose Individualized Educational
Plans (IEPs) indicate the need for unique placements are sent to the most appropriate public or private schools where
their needs can be met. The District completed the 2011-2012 school year with an enrollment of 8 special education
students, 2 Shore Regional High School students, 15 West Long Branch students, 3 vocational students and 6 Red Bank
Regional High School students. The latter two groups were accepted into specialized programs through competitive
testing or performances.

In recent years, the state has been attempting to reform education and consolidate school districts. Being a “non-
operating” school district, the district has been faced with the possibility of its dissolution through legislative actions.
The community remains committed to actively oppose any legislation that would promote dissolving the non-public
school district.

In the 2011-2012 school year Interlaken did not have any exceptional expenses related to operations; however, during
the course of the year questions regarding the Board’s responsibilities for related special education services and child
study team evaluations were raised with increasingly frequency. The District has experienced a steady increase in
special education costs which makes up a large portion of the annual budget.



Interlaken Board of Education
Management Discussion and Analysis Report - Unaudited

Basic Financial Statements

The annual reports consists of a series of financial statements and notes to those statements presented so the reader can
gain an understanding of the Interlaken School District as a financial operating entity. The overview statements then
proceed to provide an increasingly detailed look at specific financial activities. These statements provide a “report
card” of sorts on the district’s financial transactions, including data on all assets and liabilities using full accrual
accounting in a manner similar to information presented by publicity held companies. All of these activities are
intended to advance the district’s mission as stated at the beginning of this analysis.

The financial statements previously presented in the district’s Comprehensive Annual Financial Report remain
unchanged: detailed and comparative exhibits of budgeted and actual revenue and expenses by General and Special
Revenue funds as applicable. This disclosure has been expanded by the addition of the Statement of Net Assets and
the Statement of Activities using full accrual accounting similar to the statements used in reporting corporate financial
results. Another new feature will be supplementary information that includes a comparison of the original and final
budgets to the final expenditures for the General and Special Revenue funds. As of June 30, 2012, the district did not
have any Special Revenue funds.

The Statement of Net Assets presents the district’s assets and liabilities in order of liquidity, except for liabilities with
current and long-term elements that will be presented accordingly. Net assets represent the difference between assets
and liabilities, and will be presented in three catagories: invested in capital assets net of related debt, restricted assets
and unrestricted assets. Using this methodology requires depreciation of capital assets. The district had no assets for
the fiscal year ended June 30, 2012.

The Statement of Activities provides an overview of the cost of providing educational services by major categories of
expense and revenue. These two statements report the district’s net assets and how they have changed year to year,
reflecting a variety of influences such as the current change in educational philosophy (resulting in increased purchases
of new material, consultants, etc.), voter approval of tax levy, interest income, successful grant applications, etc. An
additional factor influencing these results is the level of state funding received, as the flat funding over the past three
years.

Financial Highlights
Key financial highlights for 2011-2012 are as follows:

The district ended fiscal year 2011-2012 with a fund balance of $413,316. Underthe S1701 legislation,
the district can only maintain 2% of this in its reserve or a maximum of $250,000.00 which ever is
greater. Any amount over this must be allocated to tax relief in the 2013-2014 budget process. The
district has no excess fund balance to be allocated back to the taxpayers in the 2013-2014 budget process.

The District voted to adopt P.L.. 2011 ¢.202, effective January 17,2012 which eliminated the annual voter
referendum on Budgets which meet the statutory tax levy limitations.

The School District had an original 2011-2012 General Fund budget of $606,709 and completed June 30,
2012, with 688,592 in expenses and no outstanding encumbrances. There were no Special Revenue funds
during this year.

The state contributed $48,768 in transportation, categorical, security and adjustment aid to the General
Fund, an increase of $11,248 from the 2011-2012 state aid. The 2012-2013 tax levy was $429,059, a

decrease of $75,435 over the prior year’s taxes.

The state also continued its recent practice of deferring its final fiscal year June payments until
the start of the next fiscal year in July.

10
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Financial Highlights
Using this General Accepted Accounting Principals Report (GAAP)

The Statement of Net Assets provides the perspective of the School District as a whole. Table 1 provides a summary

of the School District’s net assets as of June 30, 2012 compared to June 30, 2011.

Table 1
Net Assets
2012
Assets
Current and Other Assets 408,438.00
Capital Assets .00
Total Assets $408.438.00
Liabilities
Current Liabilities .00
Long-Term Liabilities .00
Total Liabilities S .00
Net Assets
Invested in Capital Assets, Net of Related Debt .00
Restricted 234,892.00
Unrestricted 173.546.00
Total Net Assets $408.348.00

Table 2 shows the changes in net assets for the fiscal years 2012 and 2011.

Table 2
Changes in Net Assets
2012
Revenues
Program Revenue:
Charge for Services .00
Operating Grants and Contributions .00
General Revenues:
Property Taxes 429,059.00
Grants and Entitlements 48,212.00
Other 1.100.00
Total Revenues $478.371.00
Program Expenses
Support Services:
Instruction - Tuition 481,321.00
Student & Instruction Related Services 10,893.00
General Administration and Central Services 62,148.00
Pupil Transportation 134.230.00
Total Program Expenses $688.592.00
Increase (Decrease) in Net Assets Before Other Items (210,221.00)
Other Decrease .00

Increase (Decrease) in Net Assets $(210.221.00)

11

2011
623,659.00
.00
$623.659.00

5,000.00
.00
$__5.000.00

.00
369,327.00
249.332.00

$618.659.00

2011

.00
.00

504,494.00
44.713.00
64.643.00

$613.850.00

—_—

292,988.00
10,790.00
32,985.00
76.581.00

$413.344.00

200,506.00
.00
$200.506.00
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Governmental Activities

The budget as approved is funded primarily by property taxes that make up 90 percent of revenues for governmental
activities for the Interlaken Board of Education for fiscal year 2012-2013. The balancing being comprised of state aid
and very modest interest income and prior year’s excess surplus.

The Statement of Activities shows the cost of program services and the charges for services. Table 3 shows the total

cost of services and the net cost of services, identifying the cost of these services supported by tax revenue and
unrestricted State entitlements for the fiscal years 2012 and 2011.

Table 3

Total Cost Net Cost Total Cost  Net Cost

of Services of Services  of Services of Services
2012 2012 2011 2011
Support Services:

Tuition 481,321.00 481,321.00  292,988.00 292,988.00
Student & Instruction Related Services 10,893.00 10,893.00 10,790.00 10,790.00
General Administrative & Central Services 62,148.00 62,148.00 32,985.00  32,985.00
Pupil Transportation 134.230.00 134.230.00 76.581.00 _76,581.00
Total Expenses $688.592.00 688.592.00 $413.344.00 $413.344.00

[nstruction expenses are limited to tuition paid for out-of-district education: special education in appropriate private
schools consistent with each student’s Individualized Education Plan, Monmouth County Vocational schools and
specialized or performing arts programs at Red Bank Regional High School that are not available in the Asbury Park
School system.

As a non-operating district, Interlaken incurs no expense customarily associated with direct student instruction:
teaching salaries, curriculum and staff development, guidance, school supplies, etc.

General administration and central services include the expenses of the school business administrator, a shared service
agreement with Shore Regional High School. In addition, there are school district expenses required by legislative

code: membership required by code in the New Jersey School Boards Association.

Other expenses of general and central services include the costs of attorneys, auditors, communications, appropriate
insurance coverage and office supplies.

With no facilities to maintain, Interlaken does not have any custodial or maintenance expenses.

12
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Pupil transportation consists of all out-of-district transportation for special education and vocational schools as
prescribed in legislative code. The courtesy transportation policy had been eliminated as of June 30,2011,

The Board carries various forms of insurance, including but not limited to general liability, comprehensive/collision,
hazard and theft insurance on property and contents, and fidelity bonds. The Board worked with its insurance broker,
New Jersey School Board Association Insurance Group, to review insurance requirements in order to secure the most
appropriate coverage at least possible cost.

The School District’s Funds

Information about the School District’s major funds starts on page 17. These funds are accounted for using the
modified accrual basis of accounting. All governmental funds had total revenues of $478,371 and expenditures of
$688,592. The law requires governmental units to deposit public funds only in public depositories located in New
Jersey where the funds are secured in accordance with the Act.

The unassigned fund balance of the General Fund is below the allowable maximum as established by the State and this
represents approximately 59% of the general fund budget for 2011-2012. There is no fund balance for either state or
federal special revenue funds. Any shortfall in state and/or federal funds would have to be made up with general fund
monies from fund balance.

General Fund Budgeting Highlights
The School District’s budget is prepared according to New Jersey Legislative code and Department of Education
guidelines and is based on accounting for certain transactions on a basis of cash receipts, disbursements, and

encumbrances. The most significant budgeted fund is the General Fund.

The district manages its financial reporting of budgets and actual expenses using a real-time accounting system
designed to provide comprehensive management and reporting tools.

The original General Fund budget estimated revenue was $472,303 and the final budgeted General Fund estimated
revenue was $482,581.

Capital Assets

At the end of the fiscal year 2012, as a non-operating district Interlaken had no investments in land, buildings, or
furniture and equipment.

Debt Administration

At June 30, 2012, the Interlaken Board of Education had no debt.
Current Financial Issues and Concerns

The Interlaken School District is essentially financially stable, with surplus fully funded as of June 30, 2012. The
School District is proud of its community support; however, new residents in the district are not familiar with the “non-
operating district” concept and the reduced or non-existent services customarily expected in regular school districts
are quite disconcerting, particularly as they pertain to remote transportation and special education services. Aid from
the state is not expected to increase but many residents are willing to accept the challenge of living ina non-operating
district in return for very low school taxes. The Board and administration continue to be extremely sensitive to the
financial concerns of Interlaken taxpayers, particularly those on fixed incomes.
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Interlaken Board of Education
Management Discussion and Analysis Report - Unaudited

The Interlaken Board of Education has consistently committed itself to sound, conservative fiscal management,
providing the most efficient and effective education possible, and there is no reason to believe that this commitment
will not continue.

Contacting the School District’s Financial Management

The financial report is designed to provide our citizens, taxpayers, and investors and creditors with a general overview
of the School District’s finances and to show the School District’s accountability for the money it receives. If youhave
questions on this report or need additional financial information please contact Dennis W. Kotch, School Business
Administrator/Board Secretary at Shore Regional High School, 132 Monmouth Park Hwy. West Long Branch, NJ
07764.
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BASIC FINANCIAL STATEMENTS




DISTRICT-WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of activities display information about the District.
These statements include the financial activities of the overall District, except for fiduciary activities.
Eliminations have been made to minimize the double-counting of internal activities. These statements
distinguish between the governmental and business-type activities of the District.




INTERLAKEN SCHOOL DISTRICT

Statement of Net Assets

June 30, 2012

ASSETS:

Cash and Cash Equivalents
Receivables, Net
Restricted Assets:
Capital Reserve Account - Investment
Capital Assets, Net (Note 4):

Total Assets
LIABILITIES:

Accounts Payable

Other Payable

Noncurrent Liabilities:
Due Within One Year
Due Beyond One Year

Total Liabilities

NET ASSETS:

Invested in Capital Assets, Net of Related Debt
Restricted for:

Other Purposes
Unrestricted

Total Net Assets

Governmental
Activities

354,159.60
18,730.82

35,541.35
.00
408.437.77

_—

.00
.00

.00
.00

.00

.00

234,892.22
173.545.55

$408.437.77

Business-Type

Exhibit A-1

Activities Total
.00 354,159.60
.00 18,730.82
.00 35,547.35
.00 .00
.00 408.,437.77
.00 .00
.00 .00
.00 .00
.00 .00
.00 .00
.00 .00
.00 234,892.22
.00 173.345.55
.00 408.437.71

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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FUND FINANCIAL STATEMENTS

The Individual Fund statements and schedules present more detailed information for the individual
fund in a format that segregates information fund type.




Exhibit B-1
INTERLAKEN SCHOOL DISTRICT
Balance Sheet
Governmental Funds
For the Fiscal Year Ended June 30,2012

Special Total
General Revenue Governmental
Fund Fund Funds
ASSETS:
Cash and Cash Equivalents 354,159.60 .00 354,159.60
Receivable From Other Governments 15,554.00 .00 15,554.00
Interfund Receivables 2,176.82 .00 2,176.82
Other Receivables 1,000.00 .00 1,000.00
Restricted Cash and Cash Equivalents
Capital Reserve Account - Investment 35.547.35 .00 35,547.35
Total Assets $408.437.77 .00 408.437.77
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts Payable .00 .00 .00
Interfunds Payable .00 .00 .00
Total Liabilities .00 .00 .00
Fund Balances:
Restricted for:
Capital Reserve Account 35,547.35 .00 35,547.35
Tuition Reserve 100,000.00 .00 100,000.00
Excess Surplus - Current Year .00 .00 .00
Excess Surplus - Prior Year - Designated
for Subsequent Years Expenditures 99,344.87 .00 99,344.87
Assigned to:
Other Purposes 5,000.00 .00 5,000.00
Designated by BOE for Subsequent’s
Year’s Expenditures 11,248.13 .00 11,248.13
Unassigned:
General Fund 157,297.42 .00 157,297.42
Special Revenue Fund .00 .00 .00
Total Fund Balance 408.437.77 .00 408,437.77
Total Liabilities and Fund Balances $408.437.77 .00

Amounts reported for governmental activities in the
statement of net assets (A-1) are different because:

Capital assets used in governmental activities are not
financial resources and therefore are not reported in the
governmental funds. The cost of the assets is $.00

and the accumulated depreciation is $.00. .00
Net Assets of Governmental Activities $408.437.77

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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INTERLAKEN SCHOOL DISTRICT

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds

For the Fiscal Year Ended June 30,2012

REVENUES:

Local Sources:
Local Tax Levy
Interest Earned on Investments
Miscellaneous
Total - Local Sources
State Sources

Total Revenues
EXPENDITURES:
Current:
Support Services:
Tuition
Student & Instruction Related Services
General Administration
Central Services
Pupil Transportation
Capital Outlay
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

OTHER FINANCING SOURCES (USES):

Transfers In
Transfer Out

Total Other Financing Sources and Uses
Net Change in Fund Balances
Fund Balance - July |

Fund Balance - June 30

Special
General Revenue
Fund Fund
429,059.00 .00
655.25 .00
__ 44431 __ .00
430,158.56 .00
48,212.00 .00
478.370.56 .00
481,321.00 .00
10,892.50 .00
44,695.95 .00
17,452.14 .00
134,250.40 .00
.00 .00
688.591.99 .00
(210.221.43) .00
.00 .00
(.00) (.00)
.00 .00
(210,221.43) .00
618.659.20 .00
$.408.437.77 .00

|

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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Exhibit B-2

Total

Governmental
Funds

429,059.00
655.25
44431

569,137.13

_48,212.00

478.370.56

481,321.00
10,892.50
44,695.95
17,452.14

134,230.40
.00

688.591.99

210,221.43

.00
(.00)

.00
(210,221.43)
618.659.20

408.437.77



Exhibit B-3
INTERLAKEN SCHOOL DISTRICT
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Fiscal Year Ended June 30, 2012

Total net change in fund balances - governmental funds (from B-2) (210,221.43)

Amounts reported for governmental activities in the statement
of activities (A-2) are different because:

Capital outlays are reported in governmental funds as expenditures. However, on the
statement of activities, the cost of those assets is allocated over their estimated useful
lives as depreciation expense. This is the amount by which capital outlays exceeded
depreciation in the current fiscal year.

Depreciation Expense (.00)
Capital Outlay .00 .00
Change in net assets of governmental activities $(210,221.43)

The accompanying Notes to Basic Financial Statements are an integral of this statement.

14



FIDUCIARY FUNDS
DETAIL STATEMENTS

Fiduciary Funds are used to account for funds received by the school district for a specific purpose.

Agency Funds are used to account for assets held by the school district as an agent for individuals,
private organizations, other governments and/or other funds.




Exhibit B-7
INTERLAKEN SCHOOL DISTRICT
Fiduciary Funds

Statement of Fiduciary Net Assets
June 30,2012

Unemployment
Compensation
Trust
ASSETS:
Cash and Cash Equivalents 9,592.94
Interfunds Receivable .00
Total Assets 9.592.94
LIABILITIES:
Accounts Payable .00
Interfunds Payable 2.176.82
Total Liabilities 2.176.82
NET ASSETS:
Held in Trust for Unemployment
Claims and Other Purposes 7.416.12
Total Net Assets $7.416.12

The accompanying Notes to Basic Financial Statements are in integral part of this statement.
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NOTES TO THE FINANCIAL STATEMENTS




INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Board of Education (Board) of the Interlaken School District (District) have been prepared
in conformity with general accepted principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The more significant of the Board's accounting policies are described below.

A. Description of the District and Reporting Entity:

The Interlaken School District is a sending district located in the County of Monmouth, State of New Jersey. As a sending
district, they have no operating schools and function independently through a Board of Education. The board is comprised
of five members elected to three year-terms and is responsible for the fiscal control of the District.

In evaluating how to define the governmental reporting entity, the District follows the provisions of GASB Statement No.
14, The Financial Reporting Entity, under which the financial statements include all organizations, activities, functions, and
components units for which the District is financially accountable. Financial accountability is defined as the appointment
of a voting majority of the component unit’s board and either (1) the District’s ability to impose its will over the component
unit, or (2) the possibility that the component unit will provide a financial benefit to or impose a financial burden on the
District. On this basis, the District’s financial reporting entity has no component units.

In the fiscal year 2003/2004, the District implemented GASB Statement No. 34, Basic Financial Statements - and
Management'’s Discussion and Analysis - for State and Local Governments (GASB Statement No. 34), GASB Statement 37,
Basic Financial Statements - and Management ’s Discussion and Analysis - for State and Local Governments: Ommnibus which
provides additional guidance for the implementation of GASB Statement 34, and GASB Statement No. 38, Certain Financial
Statement Disclosures which changes note disclosure requirements for governmental entities.

GASB Statement No. 34 established a new financial reporting model for state and local governments that included the
addition of management’s discussion and analysis, district-wide financial statements, required supplementary information
and the elimination of the effects of internal service activities and the use of account groups to the already required fund
financial statements and notes.

The GASB determined that fund accounting has and will continue to be essential in helping governments to achieve fiscal
accountability and should, therefore, be retained. The GASB also determined that district-wide financial statements arc
needed to allow users of financial reports to assess a government’s operational accountability. The new GASB model
integrates fund-based financial reporting and district-wide financial reporting as complementary components of a single
comprehensive financial reporting model.

B. Basis of Presentation. Basis of Accounting:

The School District’s basic financial statements consist of District-Wide statements, including a statement of net assets and
a statement of activities, and fund financial statements which provide a more detailed level of financial information.

Basis of Presentation

District-Wide Statements: The statement of net assets and the statement of activities display information about the District
as a whole. These statements include the financial activities of the overall District, except for fiduciary activities.
Eliminations have been made to minimize the double-counting of internal activities. These statements distinguish between
the governmental and business-type activity of the District. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other nonexchange transactions. Business-type activities are financed in whole or in part
by fees charged to external parties.
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30,2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

B. Basis of Presentation, Basis of Accounting (Cont’d):

The statement of net assets presents the financial condition of the governmental and business-type activity of the School
District at fiscal year end. The statement of activities presents a comparison between direct expenses and program revenues
for the business-type activity of the District and for each function of the District’s governmental activities. Direct expenses
are those that are specifically associated with a program or function and, therefore, are clearly identifiable to a particular
function. Program revenues include (a) fees and charges paid by the recipients of goods or services offered by the programs
and (b) grants and contributions that are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues, including all taxes, are presented as general revenues. The comparison
of direct expenses with program revenues identifies the extent to which each governmental function or business segment is
self-financing or draws from the general revenues of the School District.

Fund Financial Statements: During the fiscal year, the School District segregates transactions related to certain School
District functions or activities in separate funds in order to aid financial management and to demonstrate legal compliance.
The fund financial statements provide information about the District’s funds, including its fiduciary funds. Separate
statements for each fund category - governmental, and fiduciary - are presented. The New Jersey Department of Education
(NJDOE) has elected to require New Jersey districts to treat each governmental fund as a major fund in accordance with the
option noted in GASB No. 34, paragraph 76. The NJDOE believes that the presentation of all funds as major is important
for public interest and to promote consistency among district financial reporting models.

The District reports the following governmental funds:

General Fund: - The general fund is the general operating fund of the District and is used to account for all expendable
financial resources except those required to be accounted for in another fund. Included are certain expenditures for
vehicles which are classified in the capital outlay subfund.

As required by the NJDOE, the District includes budgeted capital outlay in this fund. GAAP as it pertains to
governmental entities states that general fund resources may be used to directly finance capital outlays for long-lived
improvements as long as the resources in such cases are derived exclusively from unrestricted revenues. Resources for
budgeted capital outlay purposes are normally derived from State of New Jersey Aid, district taxes, and appropriated fund
balance. Expenditures are those that result in the acquisition of or additions to fixed assets. These resources can be
transferred from and to Current Expense by Board resolution.

Special Revenue Fund: - The special revenue fund is used to account for the proceeds of specific revenue from State
and Federal Government, (other than major capital projects, debt service or the enterprise funds) and local appropriations
that are legally restricted to expenditures for specified purposes.

Additionally, the District reports the following fund type:

Fiduciary Funds: - The Fiduciary Funds are used to account for assets held by the District on behalf of others and
includes the Unemployment Compensation Insurance Trust Fund.

Basic of Accounting:

Basis of accounting determines when transactions are recorded in the financial records and reported on the financial
statements.
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
B. Basis of Presentation, Basis of Accounting (Cont’d):

Basic of Accounting (Continued):

District-Wide and Fiduciary Fund Financial Statements: The District-Wide financial statements are prepared using the
accrual basis of accounting. Governmental funds use the modified accrual basis of accounting; the fiduciary funds use the
accrual basis of accounting. Differences in the accrual and modified accrual basis of accounting arise in the recognition of
revenue, the recording of deferred revenue, and in the presentation of expenses versus expenditures. Ad Valorem (Property)
Taxes are susceptible to accrual as under New Jersey State Statute a municipality is required to remit to its school district
the entire balance of taxes in the amount voted upon or certified, prior to the end of the school year. The District records the
entire approved tax levy as revenue (accrued) at the start of the fiscal year, since the revenue is both measurable and available.
The District is entitled to receive monies under the established payment schedule and the unpaid amount is considered to be
an “accounts receivable”. Revenue from grants, entitlements, and donations is recognized in the fiscal year in which all
eligibility requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. “Measurable” means the amount of the transaction can be determined and “available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the current period. Expenditures
are recorded when the related fund liability is incurred, except for principal and interest on general long-term debt, claims
and judgments, and compensated absences, which are recognized as expenditures to the extent they have matured. General
capital asset acquisitions are reported as expenditures in governmental funds.

All governmental and business-type activities of the District follow FASB Statements and Interpretations issued on or before
November 30, 1989, Accounting Principles Board Opinions, and Accounting Research Bulletins, unless those
pronouncements conflict with GASB pronouncements.

C. Budgets/Budgetary Control:

Annual appropriated budgets are prepared in the spring of each year for the general, special revenue, and debt service funds.

The budgets are submitted to the county office for approval and are voted upon at the annual school election on the third
Tuesday in April. The Board voted to adopt P.L. 2011 ¢.202, effective January 17, 2012, which eliminated the annual voter
referendum on budgets which meet the statutory tax levy cap limitations an board of education members are elected at the
November general elections. Budgets are prepared using the modified accrual basis of accounting except for the special
revenue fund as described later. The legal level of budgetary control is established at line item accounts within each fund.

Line item accounts are defined as the lowest (most specific) level of detail as established pursuant to the minimum chart of
accounts referenced in N.J.A.C. 6:20-2A.2(m)1. All budget amendments/transfers must be approved by School Board
resolution. All budget amounts presented in the accompanying supplementary information reflect the original budget and
the amended budget (which have been adjusted for legally authorized revisions of the annual budgets during the year).

Formal budgetary integration into the accounting system is employed as a management control device during the year. For
governmental funds, there are no substantial differences between the budgetary basis of accounting and GAAP with the
exception of the legally mandated revenue recognition of the last state aid payment for budgetary purposes only and the
special revenue fund as presented in the Notes to Required Supplementary Information. Encumbrance accounting is also
employed as an extension of formal budgetary integration in the governmental fund types. Unencumbered appropriations
lapse at year end.

The accounting records of the special revenue fund are maintained on the grant accounting budgetary basis. The grant
accounting budgetary basis differs from GAAP in that the grant accounting budgetary basis recognizes encumbrances as
expenditures and also recognizes the related revenues, whereas the GAAP basis does not. Sufficient supplemental records
are maintained to allow for the presentation of GAAP basis financial reports.
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30,2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

D. Assets, Liabilities, and Equity:

Cash, Cash Equivalents, and Investments:

Cash and cash equivalents include cash in banks and all highly liquid investments with a maturity of three months or less at
time of purchase and are stated at cost plus accrued interest. The Board classifies certificates of deposit which have maturity
dates of less than twelve months from date of purchase as investments and are stated at carrying amount. The difference
between the carrying amount and market value is not material to the basic financial statements.

New Jersey school districts are limited as to the types of investments and types of financial institutions they may invest in.
New Jersey Statute 18A:20-37 provides a list of permissible investments that may be purchased by New Jersey school
districts. Additionally, the District has adopted a cash management plan that requires it to deposit public funds in public
depositories protected from loss under the provisions of the Governmental Unit Deposit Protection Act (GUDPA). GUDPA
was enacted in 1970 to protect Governmental Units from a loss of funds on deposit with a failed banking institution in New
Jersey.

N.J.S.A. 17:9-41 et. seq. establishes the requirements for the security of deposits of governmental units. The statute requires
that no governmental unit shall deposit public funds in a depository unless such funds are secured in accordance with the Act.
Public depositories include Savings and Loan institutions, banks (both state and national banks) and savings banks the
deposits of which are federally insured. All public depositories must pledge collateral, having a market value of at least equal
to five percent of the average daily balance of collected public funds, to secure the deposits of Governmental Units. If a
public depository fails, the collateral it has pledge, plus the collateral of all other public depositories, is available to pay the
full amount of their deposits to the Governmental Units.

Interfund Transactions:

Transfers between governmental and business-type activities on the District-Wide statements are reported in the same manner
as general revenues. Flows of cash or goods from one fund to another without a requirement for repayment are reported as
Interfund transfers. Interfund transfers are reported as other financing sources/uses in governmental funds and after non-
operating revenues/expenses in the enterprise fund. Repayments from funds responsible for particular expenditures/expenses
to the funds that initially paid for them are not presented on the financial statements.

On fund financial statements, short-term interfund loans are classified as interfund receivables/payables. These amounts are
climinated in the statement of net assets, except for amounts due between governmental and business-type activities or

governmental and agency funds, which are presented as internal balances.

Allowance for Uncollectible Accounts:

No allowance for uncollectible accounts has been recorded as all amounts are considered collectible.

Capital Assets:

The District has no capital assets.
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30,2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)
D. Assets, Liabilities, and Equity (Cont’d):

In the fund financial statements, fixed assets used in government fund operations are accounted for as capital outlay
expenditures of the governmental fund upon acquisition. Fixed assets are not capitalized and related depreciation is not
reported in the fund financial statements.

Accrued Liabilities and Long-Term Obligations:

All payables, accrued liabilities, and long-term obligations are reported on the District-Wide financial statements. In general,
governmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner and in full from current
financial resources are reported as obligations of the funds.

Net Assets:

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of related debt
consists of capital assets, net of accumulated depreciation, reduced by the outstanding balance of any borrowing used for the
acquisition, construction, or improvement of those assets.

Fund Balance:

Beginning with the fiscal year 2011, the District implemented GASB Statement 54 “Fund Balance Reporting and
Governmental Fund Type Definition”. The School District reports fund balance in classification that comprise a hierarchy
based primarily on the extent to which the School District is bound to honor constraints on the specific purposes for which
amounts in those funds can be spent. The School District’s classification, and policies for determining such classifications,
are as follows:

Nonspendable - The nonspendable fund balance classification includes amounts that cannot be spent because they are
either not in spendable form or are legally or contractually required to be maintained intact. The “not in spendable form”
criterion includes items that are not expected to be converted to cash, such as inventories and prepaid amounts.

Restricted - The restricted fund balance classification includes amounts that are restricted to specific purposes. Such
restrictions, or constraints, are placed on the use of resources either by being (1) externally imposed by creditors, grantors,
contributors, or laws or regulations of other governments; or (2) imposed by law through constitutional provisions or
enabling legislation.

Committed - The committed fund balance classification includes amounts that can only be used for specific purposes
pursuant to constraints imposed by formal action of the School District’s highest level of decision-making authority,
which, for the School District, is the Board of Education. Such formal action consists of an affirmative vote by the Board
of Education, memorialized by the adoption of a resolution. Once committed, amounts cannot be used for any other
purpose unless the Board of Education removes, or changes the specified use by taking the same type of action
(resolution) it employed to previously commit to those amounts.

Assigned - The assigned fund balance classification includes amounts that are constrained by the School District’s intent
to be used for specific purposes, but are neither restricted nor committed. Intent is expressed by either the Board of
Education or by the business administrator, to which the Board of Education has delegated the authority to assign amounts
to be used for specific purposes. Such authority of the business administrator is established by way of a formal job
description for the position, approved by the Board of Education.

Unassigned - The unassigned fund balance classification is the residual classification for the general fund. This
classification represents fund balance that has not been assigned to other funds and that has not been restricted,
committed, or assigned to specific purposes within the general fund. The general fund is the only fund that reports a
positive unassigned fund balance amount. In other governmental funds, if expenditures incurred for specific purposes
exceed the amounts restricted, committed, or assigned to those purposes, it may be necessary to report a negative
unassigned fund balance. 26



INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

D. Assets, Liabilities, and Equity (Cont’d

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balances are available, it is the
policy of the School District to spend restricted fund balance first. Moreover, when an expenditure is incurred for purposes
for which amounts in any of the unrestricted fund balance classifications can be used, it is the policy of the School District
to spend fund balances, if appropriate, in the following order: committed, assigned, then unassigned.

Revenue - Exchange and Nonexchange Transactions:

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal value, is recorded
on the accrual basis when the exchange takes place. On the modified accrual basis, revenue is recorded in the fiscal year in
which the resources are measurable and become available. Available means the resources will be collected within the current
fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year. For
the District, available means within sixty days of the fiscal year-end.

Nonexchange transactions, in which the School District receives value without directly giving equal value in return, include
property taxes, income taxes, grants, entitlements and donations. On the accrual basis, revenue from property taxes is
recognized in the fiscal year for which the taxes are levied. Revenue from income taxes is recognized in the period in which
all eligibility requirements have been satisfied. Eligibility requirements include timing requirements, which specify the year
when the resources are required to be used or the fiscal year when use is first permitted; matching requirements, in which the
School District must provide local resources to be used for a specified purpose; and expenditures requirements, in which the
resources are provided to the School District on a reimbursement basis. On the modified accrual basis, revenue from
nonexchange transactions must also be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable and available at fiscal
year-end property taxes available as an advance, interest and tuition.

Management Estimates:
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions

that affect the reported amounts of revenues and expenditures/expenses during the reporting period. Actual results could
differ from those estimates.

NOTE 2. CASH AND CASH EQUIVALENTS AND INVESTMENTS

The District is governed by the deposit and investment limitations of New Jersey state law. The deposits and investments
held at June 30, 2012, and reported at fair value, are as follows:

Carrying
Type Rating Maturities Value
Deposits:

Demand Deposits 354,159.60
Investments:

Certificate Deposit N/A 12/29/12 35.547.35
Total deposits and investments $389.706.95
Reconciliation of Statement of Net Assets

Current:

Cash and Cash Equivalents 354,159.60
Investments - Capital Reserve Account 35.547.35
$389.706.95
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2012

NOTE 2. CASH AND CASH EQUIVALENTS AND INVESTMENTS (CONT

Custodial Credit Risk - Deposits in financial institutions, reported as components of cash, cash equivalents, and investments
had a bank balance of $514,698.73 at June 30, 2012. Of the bank balance $250,000.00 was fully insured by depository
insurance and $264,698.73 was secured by a collateral pool held by the bank, but not in the District’s name, as required by
New Jersey statutes.

Investment Interest Rate Risk - The District has no formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates. Maturities of investments held at June
30, 2012, are provided in the above schedule.

Investment Credit Risk - The District has no investment policy that limits its investment choices other than the limitation
of state law as follows:

1. Bond or other obligations of the United States of America or obligations guaranteed by the United State of America;
Government money market mutual funds;

3. Any obligation that a federal agency or federal instrumentality has issued in accordance with an act of Congress,
which security has a maturity date not greater than 397 days from the date of purchase, provided that such obligations
bear a fixed rate of interest not dependent on any index or other external factor.

4. Bonds or other obligations of the school district or bonds or other obligations of the local unit or units within which
the school district is located;

5. Bonds or other obligations, having a maturity date of not more than 397 days from the date of purchase, approved
by the Division of Investment in the Department of Treasury for investment by school district;

6. Local governments investment pools;

7. Deposits with the State of New Jersey Cash Management Fund established pursuant to section 1 of P.L. 1977, ¢.281;
or

8. Agreements for the repurchase of fully collateralized securities.

Concentration of Investment Credit Risk - The District places no limit on the amount it may invest in any one issuer. At
June 30, 2012, all of the District’s investments are with PNC Bank.

NOTE 3. CAPITAL RESERVE ACCOUNT

A capital reserve account was established by the Interlaken Board of Education prior to July 18, 2000 and therefore shall be
utilized for the original purpose for which funds were deposited (N.J.A.C.6A:26-9.1(h)).

Capital reserve accounts may be established by New Jersey School Districts for the accumulation of funds for use as capital
outlay expenditures in subsequent fiscal years. A capital reserve account is maintained in the general fund and its activity
is included in the general fund annual budget.

Funds placed in the capital reserve account are restricted to capital outlay expenditures and transfers of such funds for other
uses are prohibited pursuant to N.J.S.A. 18A:22-8-2. Funds withdrawn from the account must be included in the annual
budget certified for taxes as a revenue labeled withdrawal from capital reserve account. Post-April 2004 transfers must be
in compliance with P.L.2004, ¢.73 (S1701).

Increases in the account from sources other than investment income cannot exceed the amount appropriated in the annual
budget certified for taxes as an increase in the capital reserve account.

The activity of the capital reserve for the July 1, 2011 to June 30, 2012 fiscal year is as follows:

Beginning balance, July 1, 2011 $35,476.21
Interest earnings 71.14
Deposits

Approved at April 2011 election .00
Withdrawals

Board resolution (.00)
Ending balance, June 30, 2012 $35.547.35
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2012

NOTE 4. RECEIVABLES

Receivables at June 30, 2012, consisted of interfund and intergovernmental accounts. All receivables are considered
collectible in full. A summary of the principal items of receivables follows:

Governmental District-Wide
Fund Financial Financial
Statements Statements
State Aid 3,654.00 3,654.00
Local Tax Levy 11,900.00 11,900.00
Interfunds 2,176.82 2,176.82
Other - Sale of Bus 1.000.00 1.000.00
Gross Receivables 18,730.82 18,730.82
Less: Allowance for Uncollectibles .00 .00
Total Receivables, Net $18.730.82 18.730.82

]

NOTE 5. CAPITAL ASSETS

There are no capital assets as of June 30, 2012.

NOTE 6. FUND BALANCE APPROPRIATED

General Fund - Of the $408,437.77 General Fund fund balance at June 30, 2012, $.00 has been restricted for excess surplus;
$99,344.87 has been restricted for excess surplus in prior years and has been appropriated and included as anticipated revenue
for the year ending June 30, 2013; $35,547.35 has been restricted for the Capital Reserve Account; $100,000.00 has been
restricted for tuition adjustment in accordance with N.J.A.C. 6A:23-3.1(f)(8); $5,000.00 of encumbrances for outstanding
purchase orders have been assigned for other purposes; $11,248.13 has been assigned to be designated for subsequent year’s
expenditures and included as anticipated revenue for the year ending June 30, 2013; and $157,297.42 is unassigned.

NOTE 7. CALCULATION OF EXCESS SURPLUS

In accordance with N.J.S.A. 18A:7F-7, as amended by P.L. 2005, ¢.73 (81701), the designation for Restricted Fund Balance
-Excess Surplus is a required calculation pursuant to the New Jersey Comprehensive Educational Improvementand Financing
Act of 1996 (CEIFA). New Jersey school districts are required to reserve General Fund fund balance at the fiscal year end
of June 30, if they did not appropriate a required minimum amount as budgeted fund balance in their subsequent years’
budget. The excess fund balance at June 30, 2012 is $.00.

NOTE 8. CONTINGENT LIABILITIES

There were no liabilities, contingent or otherwise, which were not provided for by budget appropriation or insurance
coverage.
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INTERLAKEN SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30,2012

NOTE 9. PENSION PLANS

The District has no employees and therefore no pensionable wages.

NOTE 10. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters.

Propertv and Liability Insurance - The District maintains commercial insurance coverage for property, liability and surety
bonds. A complete schedule of insurance coverage can be found in the Statistical Section of this Comprehensive Annual
Financial Report.

New Jersey Unemployment Compensation Insurance - The District has elected to fund its New Jersey Unemployment
Compensation Insurance under the “Benefit Reimbursement Method”. Under this plan, the District is required to reimburse
the New Jersey Unemployment Trust Fund for benefits paid to its former employees and charged to its account with the State.
The District is billed quarterly for amounts due to the State. The following is a summary of District contributions, employee
contributions, reimbursements to the State for benefits paid and the ending balance of the District’s expendable trust fund
for the current and previous two years:

Interest Earnings/

District Employee Amount Ending
Fiscal Year Contributions Contributions Reimbursed Balance
2011-2012 3.30 .00 None 7,416.12
2010-2011 5.03 .00 2,605.32 7,412.82
2009-2010 29.40 29.75 None 10,013.11

NOTE 11. INTERFUND RECEIVABLES. PAYABLES AND TRANSFERS

Interfund balances at June 30, 2012 consisted of the following individual fund receivable and payables:

Due From Due To
Other Funds Other Funds
General Fund:
Unemployment Compensation Trust 2,176.82 .00
Unemployment Compensation Trust:
General Fund .00 2.176.82
$2,176.82 2.176.82

The general fund’s interfund receivable from the unemployment compensation trust fund is reported as a receivable on the
District-Wide statement of net assets. The interfund represents a charge for unemployment benefits paid out to the state from
the General Fund for the unemployment compensation fund. All of the interfunds represent short-term loans.
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Exhibit C-1
INTERLAKEN SCHOOL DISTRICT
General Fund

Budgetary Comparison Schedule
For the Fiscal Year Ended June 30, 2012

Variance
Final to Actual
Original Final Final Favorable
Budget Transfers Budget Actual _(Unfavorable)

REVENUES:
Local Sources:
Local Tax Levy 429,059.00 00 429,059.00  429,059.00 .00
Interest Earned on Capital Reserve Funds 100.00 .00 100.00 71.14 (28.86)
Miscellaneous .00 .00 .00 1.028.42  1.028.42
Total Local Sources 429.159.00 00  429.159.00 430.158.56 999.56

State Sources:

Transportation Aid 18,235.00 .00 18,235.00 18,235.00 .00
Special Education Categorical Aid 7,636.00 .00 7,636.00 7,636.00 .00
Security Aid 1,108.00 .00 1,108.00 1,108.00 .00
Adjustment Aid 16,165.00 00 16,165.00  21,789.00  5,624.00
Reimbursed of Nonpublic School Transportation Costs .00 .00 .00 3.654.00 _3.654.00
Total State Sources 43.144.00 .00 _43.144.00 52.422.00 _9.278.00
Total Revenues 472.303.00 00 472303.00 482.580.56 10.277.56
EXPENDITURES:

Current Expense:
Undistributed Expenditures - Instruction:

Tuition to Other LEAS Within the State - Regular 200,485.00 44,515.00 245,000.00 245,000.00 .00
Tuition to Other LEAS Within the State - Special 75,621.00 17,761.00 93,382.00 93,382.00 .00
Tuition to County Vocational School Districts -

Regular 18,500.00  (1,100.00)  17,400.00 17,400.00 .00
Tuition to Private Schools for the Handicapped -

Within the State 126,951.00 (57,957.70)  68,993.30 125,539.00 (56,545.70)
Tuition - State Facilities 30,750.00 (30,750.00) .00 .00 .00
Tuition - Other 1,200.00 _(1,200.00) .00 .00 .00

Total Undistributed Expenditures - Instruction 453.507.00 (28,731.70) 424.775.30 481.321.00 (56.545.70)
Undistributed Expenditures - Health Services:

Purchased Professional & Technical Services 19,400.00 _(8.507.50) _10.892.50 10.892.50 .00
Total Undistributed Expenditures - Health Services 19.000.00 _(8.507.50) _10.892.50 10,892.50 .00

See Management’s Discussion and Analysis section of this report for explanation of significant budget variances, original
and final
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Exhibit C-1
INTERLAKEN SCHOOL DISTRICT (Continued)
General Fund

Budgetary Comparison Schedule
For the Fiscal Year Ended June 30,2012

Variance
Final to Actual
Original Final Final Favorable
Budget Transfers Budget Actual (Unfavorable)
EXPENDITURES: (Continued):
Undistributed Expenditures - Support
Services General Administration:
Legal Services 3,000.00 18,936.00 21,936.00 39,665.12  (17,729.12)
Audit Fees 5,000.00 .00 5,000.00 .00 5,000.00
Other Purchased Professional Services 1,200.00 (179.46) 1,020.54 1,020.54 .00
Communications/Telephone 500.00 (500.00) .00 .00 .00
BOE Other Purchase Services 500.00 9.29 509.29 509.29 .00
Other Purchased Services 4,035.00 (629.00) 3,406.00 3,406.00 .00
BOE Membership Dues & Fees 500.00 (405.00) 95.00 95.00 .00
Total Undistributed Expenditures - Support
Services General Administration 14,735.00 17.231.83 31.966.83 44.695.95 (12.729.12)
Undistributed Expenditures - Central Services:
Purchased Professional and Technical Services 19,582.00  (2,371.20) 17,210.80 17,210.80 .00
Supplies and Materials 300.00 (58.606) 241.34 241.34 .00
Miscellaneous Expenditures 85.00 (85.00) .00 .00 .00
Total Undistributed Expenditures - Central Services 19.967.00 _(2.514.86) _17.452.14 17.452.14 .00
Undistributed Expenditures - Student
Transportation Services:
Contract Services (Between Home and School) -

Joint Agreement 12,000.00  35,326.34 47,326.34 47,326.34 .00
Contracted Services (Regular Students)-ESC’s 20,500.00 41,474.69 61,974.69 67,401.40  (5,426.71)
Contracted Services (Special Ed. Students)-ESC’s 66,600.00 (60,466.80) 6,133.20 13,314.66  (7,181.46)
Miscellaneous Purchased Services - Transportation .00 6.188.00 6,188.00 6.188.00 .00

Total Undistributed Expenditures - Student
Transportation Services 99.100.00 2252223 121.622.23 13423040 (12.608.17)
Total Undistributed Expenditures 606,709.00 00  606.709.00 688.591.99 (81,882.99)
Total Expenditures - Current Expenses 606.709.00 00 606,709.00 688,591.99 (81.882.99)

See Management’s Discussion and Analysis section of the report for explanation of significant budget variances, original and
final.
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Exhibit C-1
INTERLAKEN SCHOOL DISTRICT (Completed)
General Fund

Budgetary Comparison Schedule
For the Fiscal Year Ended June 30,2012

Variance
Final to Actual
Original Final Final Favorable
Budget Transfers Budget Actual (Unfavorable)
EXPENDITURES: (Continued):
Capital Outlay:

Interest Deposit to Capital Reserve 100.00 .00 100.00 .00 100.00
Total Capital Outlay 100.00 .00 100.00 .00 100.00
Total Expenditures 606.809.00 00 606.809.00 688.591.99 (81.782.99)
Excess (Deficiency) of Revenues Over (Under)

Expenditures (134.506.00) .00 (134,506.00) (206.011.43) .00
Fund Balances - July 1 619.327.20 00 619.327.20 619.327.20 .00
Fund Balances - July 30 484.821.20 00 484.821.20 41331577 (71.505.43)

Recapitulation:

Restricted Fund Balance:

Capital Reserve 35,547.35

Tuition Reserve 100,000.00

Excess Surplus - Designated for Subsequent Year’s Expenditures 99,344.87

Excess Surplus - Current Year .00

Year-End Encumbrances 5,000.00

Designated for Subsequent Year’s Expenditures 11,248.13

Assigned Fund Balance 162,175.42

413,315.77

Unassigned Fund Balance

Reconciliation to Governmental Funds Statement (GAAP):

Last Two State Aid Payments not recognized on GAAP Basis (4.878.00)

Fund Balance per Governmental Funds (GAAP) $408.437.77

———

See Management’s Discussion and Analysis section of the report for explanation of significant budget variances, original and
final.
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Exhibit C-3
INTERLAKEN SCHOOL DISTRICT
Notes to Required Supplementary Information
Budget-to-GAAP Reconciliation
For the Fiscal Year Ended June 30, 2012

Note A - Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues
and Expenditures

General Fund Special Revenue Fund

Sources/inflows of revenue
Actual amounts (budgetary) “revenues” from the
budgetary comparison schedules 482,580.56 -

Difference - budget to GAAP:
Grant accounting budgetary basis differs from
GAAP in that encumbrances are recognized as
expenditures, and the related revenue is recognized. - -

State aid payment recognized for GAAP statements in
the current year, previously recognized for budgetary
purposes. 668.00 -

State aid payment recognized for budgetary purposes,
not recognized for GAAP statements until the

subsequent year. (4.878.00) -

Total revenues as reported for budgetary purposes,
not recognized for GAAP statements until the
subsequent year. $478,370.56 -

Uses/outflows of resources
Actual amounts (budgetary basis) “total outflows” from
the budgetary comparison schedule 688,591.99 -

Differences - budget to GAAP:
Encumbrances for supplies and equipment ordered
but not received are reported in the year the order is
placed for budgetary purposes, but in the year the
supplies are received for financial reporting purposes. - -

Transfers to and from other funds are presented as

outflows of budgetary resources but are not

expenditures for financial reporting purposes.

Net transfers (outflows) to general fund. - -

Total expenditures as reported on the statement of
revenues, expenditures, and changes in fund balances -
governmental funds. $688.591.99 -

—_— P
_
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General Fund Other Local Revenue By Source

Interlaken School District

Last Ten Fiscal Years

Unaudited
Fiscal Year Interest on Prior Year
Ended June 30, Investments Refunds Misc. Total
2003 $ 3199 § 2,377 - 5,576
2004 2,294 2,243 - 4,537
2005 3,700 39 - 3,739
2006 8,941 160 442 9,543
2007 11,573 - 17 11,590
2008 8,561 - 3,644 12,205
2009 4,326 - 1 4,327
2010 2,025 - 1,599 3,624
2011 653 - 63,990 64,643
2012 655 - 445 1,100

Source: District Records
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Interlaken School District
Legal Debt Margin Information,
Last Ten Fiscal Years
Unaudited

N/A
NON-OPERATING DISTRICT

48

Exhibit J-13



Interlaken School District

Demographic and Economic Statistics

Last Ten Fiscal Years

Unaudited
Personal
Income Per Capita
(thousands of Personal Unemployment
Year Population * dollars) Income ° Rate !
2003 906 - 5 44,227 3.8%
2004 906 - 47,374 3.2%
2005 904 - 49,169 41%
2006 898 - 53,716 4.2%
2007 891 - 57,690 3.8%
2008 883 - 59,334 5.0%
2009 876 - 55,764 5.0%
2010 876 - 56,955 8.3%
2011 820 - N/A 8.4%
2012 821 - N/A 8.5%
Source:

# Population information provided by the NJ Dept of Labor and Workfarce Development
® Personal | ncome - not available

° Per Capita- US Department of Commerce
9 Unemployment data provided by the NJ Dept of Labor and Workforce Development
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Exhibit J-20
Interlaken School District

Insurance Schedule
For The Fiscal Year Ended June 30, 2012

Unaudted
Company Type of Coverage Coverage Deductible

NJSBAIG School Package Policy

Comprehensive General Liability 3 6,000,000

Comprehensive Autotomobile Liability 6,000,000 1,000
NJSBAIG Umbrella Liability

Umbrella policy 3,000,000 10,000
NJSBAIG School Board Legal Liability

Directors and Officers Policy 1,000,000 1,000
NJSBAIG Workers' Compensation Statutory

Source: District Records
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FEDERAL AND STATE ASSISTANCE SECTION




ALVINO & SHECHTER, L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS
110 Fortunato Place
Neptune, New Jersey 07753-3767

VINCENT J. ALVINO, CPA, PSA Phone: (732) 922-4222
ALLEN B. SHECHTER, CPA, RMA, PSA Fax: (732) 922-4533
Member

American Institute of Certified Public Accountants
New Jersey Society of Certified Public Accountants
PCPS of the AICPA Division of CPA Firms

Exhibit K-1

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable President and
Members of the Board of Education
Interlaken School District

County of Monmouth, New Jersey

We have audited the financial statements of the Board of Education of the Interlaken School District in the County of
Monmouth, State of New Jersey (the “District”) as of and for the year ended June 30, 2012, and have issued our report
thereon dated November 29, 2012. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and audit requirements as prescribed by the Office
of School Finance, Department of Education, State of New Jersey.

Internal Control Over Financial Reporting

Management of the District is responsible for establishing and maintaining effective internal control over financial
reporting. In planning and performing our audit, we considered the District's internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the District’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the District’s internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely
basis. A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected
and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal control
over financial reporting that we consider to be material weaknesses, as defined above.
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Compliance

As part of obtaining reasonable assurance about whether the District’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants,
noncompliance with which could have a direct and material effect on the determination of financial statement amounts.

However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required
to be reported under Government and State Auditing Standards and audit requirements as prescribed by the Office of
School of Finance, Department of Education, State of New Jersey.

We noted certain matters that we have reported to the District in a separate Auditors Management Report on
Administrative Findings Financial, Compliance and Performance dated November 29, 2012.

This report is intended solely for the information and use of the District’s management and Board, the New Jersey State
Department of Education and other federal and state awarding agencies and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties.

i G el )

Licensed Public School Accountant
No. 2183
ALVINO & SHECHTER, L.L.C.

November 29, 2012
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Exhibit K-5
Interlaken School District
Notes to Schedules of Expenditures of Awards and Financial Assistance
June 30,2012

NOTE 1. GENERAL

The accompanying schedules of expenditures of federal awards and state financial assistance include the federal and state
award activity of the Board of Education, Interlaken School District. The Board of Education is defined in Note 1 to the
Board's basic financial statements. All federal and state awards received directly from federal and state agencies, as well as
federal awards and state financial assistance passed through other government agencies is included on the schedule of
expenditures of federal awards and state financial assistance.

NOTE 2. BASIS OF ACCOUNTING

The accompanying schedules of expenditures of awards and financial assistance are presented on the budgetary basis of
accounting. These bases of accounting are described in Note 1 to the Board’s basic financial statements.

NOTE 3. RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

The basic financial statements present the general fund and special revenue fund on a GAAP basis. Budgetary comparison
statements or schedules (RSI) are presented for the general fund and special revenue fund to demonstrate finance-related legal
compliance in which certain revenue is permitted by law or grant agreement to be recognized in the audit year, whereas for
GAAP reporting, revenue is not recognized until the subsequent year or when expenditures have been made.

The general fund is presented in the accompanying schedules on the modified accrual basis with the exception of the revenue
recognition of the last state aid payment in the current budget year, which is mandated pursuant to N.J.S.A. 18A:22-44.2.
For GAAP purposes, that payment is not recognized until the subsequent budget year due to the state deferral and recording
of the last state aid payment in the subsequent year. The special revenue fund is presented in the accompanying schedules
on the grant accounting budgetary basis which recognizes encumbrances as expenditures and also recognizes the related
revenues, whereas the GAAP basis does not. The special revenue fund also recognizes the last state aid payment in the
current budget year, consistent with N.J.S.A. 18A:22-4.2.

The net adjusted to reconcile from the budgetary basis to the GAAP basis is $(4,210.00) for the general fund and $.00 for the
special revenue fund. See Note A [ the Notes to Required Supplementary Information] for a reconciliation of the budgetary
basis to the modified accrual basis of accounting for the general and special revenue funds. Awards and financial assistance
revenues are reported in the Board’s statements on a GAAP basis as follows:

Federal State Total
General Fund .00 48,212.00 48,212.00
Special Revenue Fund .00 .00 .00
Total Awards & Financial Assistance $ .00 48.212.00 48.212.00

NOTE 4. RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedules agree with amounts reported in the related federal awards and state
financial assistance reports.
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Exhibit K-6
INTERLAKEN SCHOOL DISTRICT

Schedule of Findings of Noncompliance

For the Fiscal Year Ended June 30, 2012

NONE
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